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SUBJECT: GOM LOWERS PRIME RATE 

1. MALAYSIAN MINISTER OF FINANCE HAS ANNOUNCED THE LOWERING 
OF PRIME LENDING RATE FROM 8.5 PERCENT TO 7.5 PERCENT EFFECTIVE 
JUNE 2, 1977. OTHER LENDING RATES WERE LOWERED ACCORDINGLY. 

INTEREST RATES ON TIME DEPOSITS WERE LOWERED BY .5 PERCENT 
ACROSS THE BOARD. GOM'S STATED REASON FOR TAKING THIS 
ACTION IS TO STIMULATE PRIVATE SECTOR INVESTMENT WHICH HAS 
BEEN LAGGING IN SPITE OF SHARP ECONOMIC RECOVERY OF PAST YEAR 
AND A HALF. 

2. COMMENT: THIS MOVE, WHICH THE GOVERNOR OF CENTRAL BANK 
RULED OUT ONLY TWO MONTHS AGO, IS ANOTHER ATTEMPT BY GOM TO 
RECREATE EAVORABLE INVESTMENT CLIMATE THROUGH USE OF MONETARY 
POLICY. PRIVATE SECTOR INVESTMENT IS FALLING VERY FAR SHORT 
LIMITED OFFICIAL USE 
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OF GOALS LAID OUT IN THIRD MALAYSIA PLAN (TMP) AND THIS 
CAUSING GOM A GREAT DEAL OE CONCERN. EMBASSY, AS WELL AS LOCAL 
PRIVATE SECTOR AND BANGKONG SOURCES, DOES NOT FEEL THIS MEASURE WILL 
HAVE ANY SIGNIFICANT EFFECT ON LEVEL OF PRIVATE SECTOR INVESTMENT. 

3. REAL PRIVATE SECTOR CONCERN WITH LOCAL INVESTMENT 

CLIMATE HIGNES ON GOM REFUSAL TO MEANINGFULLY AMEND INDUSTRIAL 
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COORDINATION ACT (ICA) EARLIER THIS YEAR. INVESTMENT IS 
EXPECTED TO CONTINUE TO LAG CAUSING INVREASED CONCERN TO 
GOM. GOM'S PROBLEMS WITH AMENDING THE ICA ARE MORE POLITICAL 
THAN ECONOMIC AND IT WILL BE INTERESTING TO NOTE HOW IT 
RESPONDS AS IT PALLS FURTHER AND FURTHER BEHIND IN REACHING 
GOALS OF TMP. END COMMENT. 
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